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Korea Policy: Some who initially backed the Administration policy of pulling out of Korea at any 
price are now blaming the Ike leadership for “botching the job”. Many of these are members of Con- 
ited gress often termed “isolationist”. They honestly believed that such an exodus from the Korean penin- 

It sula would prove simple and the problem of bringing the boys home of negligible importance. Now 
they have just discovered (for the first time) that Rhee’s Korean army holds about two-thirds of the 











a line and to try to pull out our boys without collaboration with Rhee might cause a military debacle. 

hat Such members of Congress wonder why the White House, State Department and Defense Services did 
not foresee the situation in which Rhee can call the tune. They wonder why — as do many along 
embassy row — the State Department did not first consult Rhee before going ahead with the truce on 

, in the terms so favorable to our enemies. If that had been done — they think — the truce would now 

ga be in force and a lot of the Gls would be headed home. 

| be Others say that criticism of Ike is a bit unfair. Actually, as any experienced member of Congress 

nies 


knows, the Truman-Acheson holdovers run the State Department and there has been no change. These 
ves, are the men who should have warned Eisenhower of pitfalls in the truce business, should have urged 
consultation with Rhee beforehand. But, eager freshman members ask, if that be true, why hasn’t Dulles 


do cleaned out the State Department? Verily, this is a time for recrimination. 
hey It is a time, also, for credit for Taft and Knowland, who were critical of the State Department 
policy right along. Taft warned that it would be extremely difficult to bring about a real settlement in 
Korea and thought that we should not be hampered by the UN in the Far East. Knowland wanted the 
It Administration to “show some spunk’, to bargain “tough” with the Communists for a real peace. These 
esi- leaders in Congress are now justified and many members of Congress concede as much. 


It World Strategy: Over the past weekend, two big events: (1) Churchill “took a rest”, thereby prob- 
19S: ably putting to rest for some time his pet idea for a 4-power conference with the Soviet Union. Mean- 
while, the Bermuda conference, scheduled as a preliminary to the meeting with Russia, is off. (2) Syng- 





) be man Rhee apparently “laid down the law” to General Mark Clark and Mr. Dulles’ envoy from the State 
ry Department. They evidently had to take it. 
mer These two developments are partly the result of a struggle which has been widely misinterpreted. 
The struggle has not been between Rhee and Eisenhower; it has been between Rhee and Churchill. The 
British premier sold the truce idea and terms to Eisenhower and the State Department. State probably 
aid reassured Ike that Rhee would cause no trouble. Ike’s role was passive. It was Churchill who pushed 
the matter. Rhee knew what had happened to the unfortunate Mikolajcezyk, Polish premier, and Mik- 
ally hailovitch, Yugoslav leader, whom Churchill sold out. Rhee was determined that he would not suffer 
olen the same fate. Hence his successful obstruction of the truce. 
It would be surprising if Rhee has not also taken note of a parallel development of great importance 
— the revolt of the Germans in the Soviet zone of Germany. He could not fail to overlook the “kid 
_ glove” treatment which the Reds have given to the revolting Germans, attempting to allay their unrest. 
Rhee undoubtedly thinks that this is no time to conclude a deal (especially the kind of a deal desired by 
sod Churchill) with either the USSR or its satellites. Far better — it would seem to Rhee — to sit it out for 


a while and watch what might develop in Eastern Europe. It may even be that this prudent consider- 
ation occurred to Rhee’s antagonist, Churchill — who found it preferable to “take a rest”. 
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Not Merely Gossip: The Capital is still chattering about the “case of the unexplained dinner”, mean. 
ing the party given by the President a few weeks ago, which included Cardinal Spellman, General Mac. 
Arthur, J. J. McCloy (former High Commissioner to Germany), and others. The function had no ad- 
vance announcement and only a few details were released the day following by the White House. 


We learn that the guests marvelled at one fact: although the Korea situation was obviously the 
concern of all minds at the time, not one word was said about it by the President. Mr. Eisenhower — as 
one guest put it — talked about every conceivable subject but Korea. The Cardinal sat at the Presi- 
dent’s right, General MacArthur at his left. Not a word about Korea passed between the three. The 


General left early, and the Cardinal accompanied him to the door, both expressing wonder that so little 
of importance was discussed. 


Professional publicity men here offer a solution: that the affair was thought up by Jim Hagerty, 
the White House press officer; that it was designed to suggest to the country that Ike was consulting all 
these notables about the one subject interesting to all — Korea; that many people would conclude that 


Ike had the support of his Korea policy of such personalities as Cardinal Spellman and General Mac- 
Arthur. Could be. 


@ According to confidential information just received from West Germany, the Conant adminis. 
tration of the U.S. affairs there is about as was expected when the Harvard President was named — that 
is, very bad. At a time when the East Germans, in virtual revolt against their Communist masters, need 
help and encouragement, the Conant administration devotes little time to that mission, but a lot of time 
to trying to persuade the Germans that Senator McCarthy is at the bottom of their troubles. 


@ Legal experts around the Capital laugh about Justice Jackson’s inconsistency. Following the end 
of the war, in the Nuremberg trials, Jackson formulated the charges against the German leaders on an ex 
post facto basis, since the crimes which Jackson charged had not been legally punishable at the time the 
offenses were purportedly committed. However, two weeks ago, in the Rosenberg case, Jackson took 
just a contrary concept. The last move for a stay of the atomic spies death sentence was based on an 


atomic law of 1946, passed several years after the espionage acts were committed. Jackson took par- 
ticular exception to this ex post facto angle. 


Labor Story: It all depends on whose ox is gored. The text of this sermon is what happened in the 


State Department to Miss Edna Bess Stephenson, head of State’s Foreign Journalists Liaison Unit, when 
she collided with some vested interests. 


Miss Stephenson wrote a memorandum on the Taft-Hartley Act for the guidance and information of 
visiting foreign newspapermen. When a copy reached the hands of the CIO and AFL functionaries 
here, they lambasted it as a “shockingly anti-labor analysis” and “an amazing anti-labor analysis”. We 
have been unable to obtain a copy of the offending document, but others who have seen it describe it as 


a fair statement which probably drew the wrath of the union bosses by its debunking of the term “slave 
labor law” as applied to the Taft-Hartley Act. 


The tumult set up by the labor crowd was such that, on June 24, Miss Stephenson was suspended 
by the State Department, or put on “forced annual leave”, pending consideration of further penalty. She 
is charged with violating a rule requiring proper clearance of material for release. Miss Stephenson, a 
former Ft. Worth, Texas, newspaperwoman, admits violating the rule but thinks her memo was “emi- 


nently justified”. It is notable that no “committees for the defense of’ have made the welkin ring in 
her defense, no “book burning” uproar has ensued. 


Indeed, any dispassionate observer of the Washington scene must marvel at the contrast of spec- 
tacle. Sen. McCarthy is daily torn to pieces in a large part of the press, as a result of his efforts to 
expose the reds in Government. Time after time, when Joe “gets his man”, and the fellow is either ousted 
or threatened with dismissal, reams of copy pour out to defend him and make him out as a martyr. But 











when Miss Stephenson seeks to correct the extravagences of labor union terminology for the enlighten- 
ment of visiting foreigners, the heads of the labor pressure group demand her scalp and get it promptly, 
with no protests audible. By the way, is this a Republican Administration? 


Electoral Reform: Senator Karl Mundt (R., S.D.), this week came out for the Coudert amendment 
for reform of the Presidential electoral system and assumed joint sponsorship for the measure. Thus 
this attempt at reform (which we described in our issue of December 10, 1952, “Electoral Reform — 
The Coudert Amendment” by J. Harvie Williams) is advanced a step further, offering a method of re- 
ducing the present predominant power of the big-city states in the national elections every four years. 

Mundt introduced the Joint Resolution to the Senate with remarks of a frankly realistic character, 
quite unlike much of the discussion which usually envelops the subject of electoral reform in a thick, 
academic cloud. As Mundt briefly put it: 


“We recommend a constitutional amendment which will change the basis on which our Presidential 
electors are chosen at election time, from the general, state-wide, one-unit system now in vogue to one 
which will provide that our Presidential electors shall be elected in the same manner and in the same 
number as the Senators and Representatives of each of our several states. .. . 

“The election-by-districts rather than the state-wide election system for choosing Presidential electors 
would give each voter in this country an opportunity to vote for three Presidential electors (one from 
his congressional district; two from the state at large), so each voter would have substantially the same 
‘yote authority’ on election day; under our present system the voter in Delaware, for example, now votes 
for three Presidential electors, whereas the voter in New York state votes for 45 Presidential electors. 
Thus, each individual voter in New York state, due to the provisions of our present electoral system, 
packs fifteen times the power into his individual ballot compared with the individual voter in the state 
of Delaware. 


“In varying degrees, the citizen who votes for President in all of our smaller states is a ‘second- 
class’ voter compared with the individual citizen in our larger states; and in no other state does the voter 
‘pack the punch’ or have the authority or exercise the influence as the individual voter in the state of 
New York.” This, as well as other evils, Mundt said his Joint Resolution would remedy. 


The Senator also drew notice to the fact that a Committee to Study Electoral Reform has been 
created by the American Good Government Society which has its National Headquarters here in Wash- 
ington at 1624 Eye Street, N.W. This special Committee plans to study this as well as the several 
other proposals now before the Senate and House. Those desiring further factual data on the subject 
can secure it by writing to the Society. 


Money Making: The Federal Reserve System — presumably a banking institution, but virtually a 
fiduciary agent for the United States Treasury — last week reduced the reserve requirements of the 
country’s banks. It is estimated that this order will release to the banks about $1,100,000,000 of their 
depositors’ cash, which will in turn increase their lending power by nearly $6,000,000,000. 


The banks will have no trouble in finding borrowers; witness the rise in interest rates these past 
few months. However, it so happens that the Treasury will have to borrow $6,000,000,000 against its 
expected tax collections, due in March, having already spent the money. So, in effect the System or- 
dered the banks to “create” new money with which to buy the government’s paper. 

In due time this new money (or purchasing power) will be added to the country’s purchasing power 
that has been on the increase since Mr. Roosevelt began the process in 1934 when he released money from 
the “shackles of gold”. The government will pay out the money for this, that or the other thing, and 
eventually the nation’s housewives will get all of it. And the housewives will do what they always do; 
they will bid up the prices of groceries and nylon stockings. What then? Well, in 1934 when the 
process of “legal counterfeiting” began, a ham sandwich, with mustard, cost fifteen cents. What do 
you pay for the same edible now? Before the price goes to a dollar, you may be asked to pay extra 
for mustard. 








The inflationary character of this latest move has already shown itself in the rise of government 
bonds. Immediately on release of the System’s order, some of the issues which had fallen below par 
jumped back again. The financial institutions, which are very sensitive to fluctuations in the value of 
money, realized what was in the wind and bought up government bonds at 100 in expectation that this 
newly created purchasing power would push their value still higher. It will take a little time before the 
System’s order gets around to raising the price of sandwiches. 

-The order to inflate came just at the time when the Administration was badgering Congress because 
of its (1) cuts in appropriations and (2) its intention to let the Excess Profits Tax law expire. The ex- 
piration of that law would cost the Treasury about $800,000,000 — or hardly enough to meet the interest 
on the public debt for two months; and the loss would probably be less than that, if one takes into 
consideration the increased taxable profits of the corporations resulting from their having this additional 
capital to work with. As for cutting appropriations, the Administration cannot see it for dust; when a 
government has less money it has less power, and no government is in business to give up power. 

The order of the Federal Reserve System underlines the fact that the country is gradually learning; 
namely, that in fiscal matters, at any rate, there has been little change in the Washington “mess”. 


Pegler: It has always seemed to us that Barney Baruch was a very much over-publicized and over- 
rated fellow. Therefore, we rejoiced to find that Westbrook Pegler, the national newspaper columnist, 
paid his respects to the “elder statesman” (as well as to Henry Luce, the National Association for the 
Advancement of the Colored People, and the labor barons) in a speech given to the National Editorial As- 
sociation convention in New Orleans on April 26, 1953. 


Said Peg: “One of the popular myths which we have propagated for years concerns Bernard M. 
Baruch. The ground hog is no more artificial. The daily newspapers and, I dare say, the press asso- 
ciations, have built up a cliché to the effect that Mr. Baruch is an elder statesman and an advisor of 
Presidents. Now, Mr. Baruch is elderly, to be sure; and he has had the ear of three Democratic presi- 
dents who got us into three terrible wars. But none of those who call him ‘advisor of presidents’ ever 
has backed up that reputation with a single item of proof. What advice did he give them? 


“As to his statesmanship, I am not at all unfriendly, but I am reasonably skeptical, as all inielli- 
gent persons should be in secular matters. Is there an editor or publisher who does not know that for 
many years the late General Hugh Johnson wrote statements and speeches for Baruch? And that, mean- 
while, Herbie Swope, late editor of the New York World, has been the intimate counsellor of this advisor 
of presidents? It has often seemed to me that this elder statesman’s pontifications on world affairs 
were dicta distilled from current editorials and selected commentaries of cosmic columnists. 


“Mr. Baruch undoubtedly does enjoy currently the friendship of President Eisenhower and Winston 
Churchill. I am not profane when I pray to God that he will not give Ike the sort of advice that he seems 
to have given Wilson, Roosevelt and Truman. As to Churchill, I bear in mind that he is not a personal 
spendthrift, that Baruch puts him up in his house on Fifth Avenue and that Baruch keeps a very fine 
cellar.” 


Peg winds up his epitaph on this “elder statesman” by noting Baruch’s avoidance of a responsible 
government job. While Baruch did occupy a government position in World War I, he certainly appears 
to have kept sedulously away from such spots in recent decades. Hence Peg’s finale: “As Lord Byron, 
the singing umpire of the National League, used to chant when batters hollered about called strikes, 
‘You can’t get a hit with your bat on your shoulder’ — but you can run up a synthetic reputation in 
our great American press without even taking a turn at bat.” 
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SIDE DOOR TO SLAVE LABOR *, \ 





By Frank CHoporov xf y; 

Hg HAPPENED LAST MONTH. AA staff executive of the eat explaining a model 

guaranteed annual wage contract. His audience consisted of what is sometimes 
called “middle management” — plant foremen and executives below the policy-making 
echelon. Walter Reuther, president of the CIO, last year threw out the suggestion of 
a guaranteed annual wage, and ‘“‘union economists” have since been promoting the idea 
in the labor press. This staff expert was explicit; he informed the audience that the sub- 
ject had got beyond the hypothetical stage, that the details had been worked out and that 
a time had been set for demanding industry’s signature. “We are not springing this thing 
on you. We are giving you ample warning. You will have the guaranteed annual wage 


by 1955.” He was “softening up” the probable opposition. 


The model contract was full of clauses, but the gist of it was quite simple. Man- 
agement would be asked to set up a fund, out of which the workers would receive the 
stipulated wage if at any time during the contractual year the workers were laid off “for 
no cause of their own”. The fund would be provided for by the workers themselves; it 


would be built up by payroll deductions. 


The audience promptly came to the conclusion that the contract would ‘‘freeze” the 
worker to the job. His interest in the fund would deter him from changing his employ- 
ment. Nor would he be able to refuse, except on penalty of losing his claim on the fund, 
to do whatever he was asked to do during a “‘lay off’? period; such as painting the roof, 
cleaning up wash rooms, or any of the chores that had been neglected by the management 


(perhaps with purpose) during the busy season. 


The staff executive parried this thought with a peroration on “‘security’’. There were 
tears in his voice. Yet, the foremen, being straight thinkers, came up with some perti- 
nent questions during the post-meeting discussions. For instance: ‘“What would the 
workers gain by making contributions to the wage fund? Why not let them have all of 
their earnings to do with as they pleased? Could they not be trusted to save something 
during the weeks of plenty against a lay off?” They could not divest themselves of the 


tradition that the worker had a right to his property, his wages, to do with it as he wills. 
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Implied in the model contract was the thought, rather repugnant to these traditional 
Americans, that the worker must be taken care of, even against his own weaknesses. Since 
the union officials would have a say in the disposition of the fund, their hold over the 
membership would be strengthened. 

As for the withholding clause in the contract, the foremen were not fooled; it was 
just a trick to make the contract palatable to employers. How could they lose by guar- 
antecing to hand out wages that they had retained in the first place? However, it is cer- 
tain that in wage negotiations the union officials would reach for the full amount earned 
by the worker, and then would add something for the fund. This additional amount would 


have to be added to the price of the product, and then the problem of meeting competi- 
tion would arise. But that is another matter. 


if IS ODD HOW discredited economic theories have a way of bobbing up under new dis- 

guises. This guaranteed wage idea stems from what was called the “wages fund” 
theory, commonly accepted by economists in the early nineteenth century. It was the basis 
of the doctrines of Karl Marx. This theory held that wages come from a fund set aside, at 
the beginning of the year, for the payment of labor. The owners of capital arbitrarily 
decided how much of their capital could be distributed among the workers, and these pre- 
determined shares could not be altered during the year. This was the gist of the “Iron 
Law of Wages”. 

Even a “union economist” today will scoff at this theory. He knows, as does the 
worker himself, that wages come out of production, and is quick to demand more wages 
when the output per man, whether due to improved skill or better machinery, is increased. 

Nevertheless, the tying of the rate of wages to the rate of production is irksome to 
those who thrive on the class-struggle theory. If earnings are determined by output, what 
happens to the argument that the boss — the “dog” — exploits labor? The doctrine of 
exploitation, upon which class hatred rests, falls flat when you admit that the employer 
really does not pay wages, that what he hands out in the pay envelope comes from the 
consumer, who is the worker himself. In the final analysis, the worker pays his own wages. 
If he produces a lot, if he uses the capital furnished him by the capitalist efficiently, then 
the price of the commodity is low and he is able to consume more; since wages, real wages, 
consist of consumable goods, not money, the worker is better paid when he produces an 
abundance. On the other hand, if production is low, prices are high, and the worker suf- 
fers; and this can be so even if the worker has many dollars in his pay envelope. 

This kind of reasoning, however, does not sit well with the “union economist”, be- 


cause it destroys the whole pattern of his thinking. He is out of business the moment he 

















admits that wages are fixed by production; he has to hold on to some doctrine of exploita- 
tion; he has to maintain that the worker is “robbed”. So, he points to “fabulous profits” 
as proof that robbery has occurred, ignoring the fact that these “fabulous profits” are noth- 
ing but the cost of replacing capital worn out in production plus the wages of manage- 
ment. Nor does he mention the fact that offsetting these “fabulous profits’ are the com- 
pensatory ‘fabulous losses” that plague business. If he were to admit these facts, the 


“union economist” would be as ridiculous as a gangster without a gun. 


But, whether he admits the facts of economics or not, he has to face up to them in 
his negotiations with the employer. When the latter’s books indicate that putting more 
dollars into the pay envelope is tantamount to inviting bankruptcy, the “union economist” 
isin a quandary. He has to justify his existence, his salary and expense account, by “‘get- 
ting something” for his dues-paying membership, and it is a certainty that bankrupting 
the employer is not the way. 


In recent years the quandary has been solved with a word — “security”. The fact 
that it is only a word, a will-o’-the-wisp, does not bother the “union economist”’; it serves 
ins purpose. Meanwhile, the worker, bamboozled by the mirage of abundance in his old 
aye, has his real wages lowered; not only is his envelope filched to set up pension funds, 
which will eventually dole out to him dollars of less purchasing power than the dollars 
he had been compelled to contribute, but he is also robbed by the government, with the 


blessings of the “union economist’, in the name of “‘social security”. 


The latest in the “security” shell game is the guaranteed annual wage. The employer is 


to be forced to enter into a contract with his workers to pay them dollars, work or no work. 


Tr ORDER FOR THE employer to live up to this contract it is necessary that he have a 

market for his goods or services sufficiently large to meet the wage obligation. The 
guaranteed annual wage should be offset by guaranteed sales. But, where competition 
exists this is manifestly impossible; it is a contradiction of competition. There is no way 
of predetermining the volume of sales where the customer has freedom of choice, where 
the vagaries of style, weather and customer acceptance play so important a part. That’s 


why competent salesmanship is in great demand and advertising appropriations are made. 


In short, if the worker, as consumer, refuses to buy the things he makes, there is no 
way for the employer to pay him wages. If the worker has a legal and enforceable an- 
nual wage contract, his rejection of his own products in the market place must result in 
the bankruptcy of the employer; the liquidation of his plant to satisfy: the worker’s claim 
is then automatic. The worker gets his wages, as per contract, and loses his job. 


like work shoes and pork sausages, in which style, weather and human indiosyncracies are 
of negligible importance, the entrepreneur can guess his sales volume with some degree of 
accuracy. In such cases, the employer can take a chance at a guaranteed annual wage, pro- 
vided it is low enough to cover unseen contingencies. In exchange for the guarantee the 
worker must take less than he is entitled to, according to his output, during the busy 
periods. 

A monopoly can enter into an annual wage contract simply because it has some con- 
trol over its market; that is what makes it a monopoly. A power and light company is 
a prime example. Its product is essential to the life of the community, it has no compe- 
tition, and its price is fixed by law. Within narrow limits it knows what its intake will 


be and therefore what it can hand out in wages. 


However, most of the country’s population is employed in competitive industry. If 
the employers are saddled with an annual wage obligation, who is going to guarantee them 


a.market? The obvious answer: the government. This means the end of competition, 


The workers in a plant operating for the government, can be assured of an annual 
wage. The market for their product is fixed in advance; so is the price. Their wages are 
not paid by the consumer but are derived from compulsory taxes. The workers, as tax- 


payers, must “buy” the battleship. 


This is the ideal setup for a guaranteed wage contract. It is just what the “union 
economist” is driving toward. It is absolute “security”. But, if risk is to be taken out 
of industry by government intervention, so is freedom of choice. This is the ultimate end 
of guaranteed wages. And it could be accomplished simply by the government’s coming 
to the rescue of those concerns who find themselves insolvent because of the wage con- 
tract. For political reasons, the government might find it necessary to save a concern em- 
ploying many workers (voters) by the simple device of subsidizing it. 

The larger concerns might welcome this way of ridding business of risks. Plagued 
by competition from venturesome little fellows, they should find the annual guaranteed 
wage a boon; for the promise of an assured and regulated market would relieve them of 
marketing troubles, and remove from their path the pestiferous little competitor. That is 


exactly what Roosevelt’s ill-fated NRA, which big business favored, would have accom- 
plished. 


If big business is more interested in dividends than in freedom, it will not put up a 


fight against the guaranteed annual wage. 
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There are exceptions. In a few industries, producing what is known as “staples”, 
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